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EXECUTIVE SUMMARY

Few donor programs can claim to have succeeded in fundamentally reforming a major economic sector
in alarge country. USAID, through the Housing Sector Reform Project, has built the sturdy foundation
and partialy completed the superstructure for housing sector reform in the Russian Federation.

The Housing Sector Reform Program, executed over the six year period from September 1992 through
September 1998, can be credited with driving the reform of a magor sector of the Russian economy: the
housing sector. This is no mean accomplishment, given that the famous Shatalin "500 days' report,
prepared on the eve of the transition rated the housing sector as the least efficient sector in the Soviet
Union. By the conclusion of the contract the majority of housing units were privately owned, most
enterprises have divested their housing to municipalities and now have greater concentration for their
principa work; household mobility rates had soared, and the mgjority of families are finding their
housing through market means rather than waiting on the municipal waiting list; broad rent controls had
been replaced with a program that is gradually raising rents to full cost recovery levels and targetting the
remaining subsidies on low income people; and most construction is organized by private developers and
carried out by private contractors.

The present report is about HSRP 11, the second phase of the overall effort. HSRP | and Il overlapped
for most of two years and during the second year of this period were operated as a single project. Like
its predecessor, it continued to focus on reform in the housing sector per se. But there were significant
shifts in emphasis and some additions. Most importantly, reform of municipaly provided communal
services--particularly water and wastewater services and district heat systems--were awarded much
greater prominence, attention consistent with their large share of total housing expenses of tenants.
Attention of was given to working with banks to initiate lending for construction period finance for the
first time. And a small grants program for local NGOs was added to encourage the development of
citizens and local groups in pressing for further housing reforms, including formation of condominium
associations.

HSRP Il dso embodied a philosophy of concentrating the program's effort on target cities, whose
success could then be used as a model for other cities. This strategy proved less compelling in practice
than expected and after the first year a more flexible approach was pursued. The change put great stress
on project services being demanded by client cities and banks. This approach worked extremely well,
although progress in some clients was on something of a start-and-go basis.

HSRP II's principa accomplishments can be summarized as follows:

- dramatically extending the range of municipalities assisted with reforms through the operation of
four "Regional Centers' covering the four corners of Russia in the second program year and
through working with fourteen widely scattered pilot cities selected by Minstroi in the third year;
the project's aggressive seminar and presentation program reached more than 14,000 attendees at
eventsin 54 cities;

- pioneering practical work with municipal communal service providers and their regulators on an
improved regulatory system and tariff setting practices,

- creating the first practical vehicles for middle term finance of municipal infrastructure using
bank loans and bond financing; this work also assisted in the creation of Russias first credit
rating agency at the Institute for Urban Economics;



- providing critical assistance to the Ministries of Construction, Finance, and Economy in the
development of alarge number of new laws, Government Resolutions, and Presidential Decrees,
and

- being a very strong partner to the Russian government in the creation of the Agency for
Mortgage Lending--a secondary mortgage facility--whose operations should sharply extend the
volume of mortgage lending by private commercia banks by addressing their liquidity concerns.

The project succeeded in fulfilling the great majority of the ambitious goals set for it by USAID.
Overdl, 85 percent of the 130 goals specified in the successive workplans were achieved. (In this
accounting, if agoal involved succeeding in a number of cities or banks, each city or bank was treated as
a separate god; so, the project may have succeeded in having five of six client cities raise rents to a
certain standard level.) Where goals were not achieved, it was nearly universally due to local or nationa
governments not taking some necessary action.

Perhaps the project's most significant result was fostering the creation and development of the Ingtitute
for Urban Economics, a non profit think tank founded by the senior Russian consultants of the Urban
Ingtitute in November 1995. In its short life IUE has become the recognized leader in Russia on housing
and communa reform issues. HSRP helped IUE put strong project management and financia
management systems in place and to diversify its activities and client base. The most notable of its
diversification results was the creation of Russids first credit rating agency within IUE. A sign of the
quality of its work is that the agency signed a strategic alliance agreement with Standard and Poor's in
August 1998. IUE has built afirm foundation and is ready to continue to advance reform in the sector.

Compared with the situation in 1991 and the inherited Soviet system for housing and communal services,
extraordinary progress has been made. Nevertheless, a great deal remains to be done. The devolution of
responsibility for many housing policy decisions to local governments (when ownership of the State
housing stock was transferred to them) means that the national government's role is limited substantially
to passing enabling laws and providing leadership. The reform movement consistently has consistently
obtained the necessary national level support. But the battle for reform will ultimately be won or lost at
the local level. Reaching out to loca governments and regional banks is a process that must be
continued. Demonstration projects and advice will remain the principal tools in the years ahead to
promote

-- reform in communal services regulation, management, finance and tariff setting,

- further increases in rents in municipal housing and redefinition to add capital costs and
differentiate rents by quality and location of individua units, and correspondingly strengthen the
housing allowance programs,

- and expansion of the use of competitions to select firms to maintain and management housing,

- amuch higher incidence of condominium creation and of local housing NGOs, and

- an expansion in the incidence and volume of mortgage and commercia rea estate lending among
regional banks.
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1. Introduction

TheBasic Charge

The Housing Sector Reform Project 11 (HSRP 1) was a three year project which became effective at the
end of September 1995. It was designed to build on the strong progress made in reforming Russia's
housing sector, with USAID-assistance under the predecessor contract, HSRP |, which had a five year
activity span from September 1992 through August 1997." Because of the broad progress made by the
time HSRP |l was designed, it was possible for USAID to select a targeted approach to the incremental
assistance. Thisissupported by the summary statement in the contract:

The HSRP |1 is planned as a 3 year activity...to assist Russian municipalities and enterprises in
privatizing housing assets and developing construction and infrastructure financing methods,
thereby assisting the government of the Russian Federation in achieving its goal of privatizing
new housing construction and developing a prosperous, market-based housing sector.

More specifically, the contract enumerated five areas in which work was to be concentrated:

- housing finance -- including both mortgage finance and funding for rehabilitation of buildings
owned by condominium associations

- congtruction period finance

- infrastructure for municipalities -- including both financing improvements and extensions and
increasing efficiency of the operations of municipa utilities

- enterprise housing divestiture
- housing and urban land market reform.

The contract also stated that project activity should include a small grants program to support grass-
roots NGOs working in the housing sector.

Further the contract enunciated the strategy that work in these areas during the first contract year should
be concentrated in four municipalities and oblasts so that the impact of the technical assistance would be
maximized and these localities could serve as models for other cities and regions. The target localitiesin
the first year were the municipalities of Moscow and Ryazan and the Oblasts of Vladimir and Nizhni
Novgorod.
Moreover, the contract stated that USAID expected three levels of results from the work undertaken:

-- direct resultsin each substantive area

- basis for replication: successful models and procedures in each area for further application
within the original and new oblast and municipalities

- human resources: training Russian personnel and ingtitutions capable of continuing without

! Work under this project is described in R. Struyk, "Housing Sector Reform Project |: Final Report." Washington, DC:
The Urban Institute, 1997.



expatriate assistance.

Thefirst two year of HSRP Il overlapped with the last two of HSRP |. Since the Urban Institute was the
contractor on both projects fully integration of work under both projects was accomplished. Indeed, after
the first year of HSRP Il, USAID determined it would more effective for the two projects to be
administered together and a combined workplan was developed for 1996-1997. For this year many of
the performance indicators for the two projects are joint.

Shiftsin USAID Priorities

Over the three year life of HSRP |1, USAID has used the resources of the contract to respond flexibly to
changes in the Russian housing market, the directions of reform pursued by nationa and loca
governments, and the initiatives of other donors. The result was some shift in activities from year to year
and the strategy for delivering the technical assistance. A graphic display of the location of the main
activitiesis shown in Figure 1.1. A summary of the project's work year-by-year isgivenin Figure 1.2.

A good example of changes in program direction concerns mortgage finance. The initial charge was to
work with banks in the four target locations to initiate mortgage and construction period finance. While
this was accomplished, it was also clear that banks in many locations were interested in initiating such
lending, if they could obtain badly needed assistance. So the program was shifted to be demand-driven
by banks and not tied to specific locations, although the housing finance team aways pursued leads in
priority cities. By the fall of 1997, the necessity for special work with banks in either area had declined,
since the project had succeeded helping more than 30 banks in all parts of the country begin such
lending. In this circumstance, work in the mortgage sector continued by providing assistance to Russids
nascent secondary market ingtitution, the Agency for Housing Mortgage Lending. When the HSRP 11
contract was signed, the Agency, of course, had not yet existed.

There were aso broad changes in the work with regional and municipal governments on housing sector
reform. (See Table 1.1.) After the first year the wisdom of concentrating on working with housing
divested by enterprises in a few locations seemed questionable because of the low response of tenants to
the possibility of forming condominium associations. In this case the shift was to broad the geographic
scope of the team's activity by creating Regional Centers in four points distant from Moscow. Also
during this year USAID decided that HSRP could support the World Bank's Enterprise Housing
Divestiture Project operating in six cities. The Regional Centers concept worked extremely well, but in
the third contract year a combination of lower funding and the Government of Russias priority for the
team to work with fourteen "pilot reform cities' prevailed.

Table1.1
Enterprise Housing Divestiture and
Assistance with Local Housing Refor m--Shifting
Emphasiswithin HSRP 11

year direction

1995-1996 Divestiture is the focus; activity concentrated in municipalities of Moscow and
Ryazan, and regions of Vladimir and Nizhni Novgorod

1996-1997 Promotion of housing reform by local governments is priority. Regional Centers
established in Vladivostok (Far East), Irkusk (Siberia), Rostov-on-Don (South),
and St. Petersburg (Far North).

Assistance initiated to six cities included in the World Bank's Enterprise Housing



year direction
Divestiture Project.

1997-1998 Promotion of housing reform by local governmentsis priority. Priority givento 14
"pilot reform cities" selected by the Government of Russia.

Assistance continued to six cities included in the World Bank's Enterprise Housing
Divestiture Project.

One implications of these shifts is that the performance indicators specified in the contract were replaced
with different indicators stated in the project's annual workplans which have been approved by USAID.

The balance of this report details the work carried out under HSRP 12 Chapter 2, the final chapter in
Part I, provides an overview of project accomplishments by reviewing the performance indicators, and
other measures of project activity and success. Part 11 then gives in-depth discussion of five selected
project activities, ranging from assistance to the Agency for Housing Mortgage Lending to project work
in promoting housing reform in the regions. Each chapter describes the assistance provided and the
results effected.

Part Il then addresses two final topics. the project's accomplishments in institutionalization and what
remains to be done in terms of sector reform. A set of annexes complete the record by giving
comprehensive lists of reports produced by the project, seminars sponsored and participated in, names of
study visit participants, and press coverage of the project.

Overdl, the Housing Sector Reform Project has had an enormous impact on one of the least efficient
sectors of the Russian economy. The full record of change is extensively and is comprehensively
described elsewhere.® Suffice for now to say that the sector has moved broadly to a market base with
some very important improvements in efficiency achieved. At the same time, possible efficiency gains
likely equivalent to 1 or 2 percent of GDP remain to be harvested. The opportunities are particularly
acute in the communal services sector where both increased finance for investment and improved
municipal regulation and tariff setting would result in very large increases in efficiency--and consumer
satisfaction. Continued improvement in residentia property maintenance and management is another
primary target.

2 The description covers only the HSRP Il "core contract." At the same time this contract was signed a companion
"requirements’ contract was also signed. Under it four task orders were eventually issued for work on: zoning, commercial
real estate lending, stimulating economic development in the Oblast of Novgorod through real estate reform, and
disseminating the results of a series of USAID-supported pilot projectsin real estate reform to Russian professionals.

% R. Struyk (ed.) Restructuring Russia's Housing Sector, 1991-1997. Washington, DC: The Urban Institute.



2. Summary of Accomplishments

The principal work of HSRP was working with local counterparts in drafting legidation at the national
or local level and working with local officials and bankers to implement actua reforms, initidly on a
demonstration basis and later on a more mass scale. This chapter reviews the record from a series of
different perspectives: the USAID-defined performance indicators, the number of seminars and courses
held, the number of papers produced and disseminated, and number of Russians who visited the U.S.
under program auspices to learn new ways of operating.

Performance Indicators

USAID contracts routinely include concrete indicators of a project's expected accomplishments. And
HSRP I1 is no exception. However, even in the first year those specified in the contract were modified in
the workplan in light of changesin Russian policies and developments in housing reform, particularly the
extent of the divestiture of housing assets by enterprises, that had occurred between when the RFP was
written and the contract came into effect. Each of the three workplans prepared during the project
included a set of indicators for the performance period covered by the plan. Table 2.1 provides a
comprehensive listing of the indicators and statements on the extent to which each was accomplished.
The table is organized by topic. So the first part of the table shows the performance indicators for
"Enterprise Divestiture and Work in the Regions' for al years. Recall that the indicators for 1996-1997
are for the combined HSRP | & 1l program. If indicators were defined separately for each year, then
three sets of indicators appear under the heading.

Table 2.2 provides an overall summary of the project'srecord. Note that in this accounting, where a goal
or indicator was defined for multiple cities, this was defined as multiple goals. For example, if the
project was to encourage rent reform (increases) in five cities during a year and three cities actually
reached the god, then in the accounting in Table 2.2 this is recorded meeting three of five indicators.

Overdl, the project's record is very strong. It met 111 of the 130 goals defined (85 percent). Where
goas were not met, it was generally because a city administration or Federal Agency could not be
induced to undertake areform. Some examples will illustrate this point:

0 Inthe area of supporting enterprise divestiture and supporting housing reform in the regions, in
1997-1998, the goals called for inducing the 18 pilot cities to keep to the fairly aggressive
federal standards for rent increases. Obvioudly, rent increases are a highly political matter, and
it might be considered surprising that the goal was achieved in as many as 13 of the 18 cities.

o The Agency for Mortgage Lending did not purchase its first mortgage until September 1998,
severa months later than the date set in the goal for it. The delay was caused primarily by
extended negotiations with the Ministry of Finance and Appartus of Government about the
government's contribution to the Agency's equity. Most important, however, is that the Agency
did commence operations.

The project was particularly proficient in the areas of ingtitutionalization and administering the small

grants program. Its record is also very strong in working with Russian officials to enact the necesary
legidation underpining reforms.

1N



Table2.1

USAID/Urban Institute-Russian Federation
Housing Sector Reform Project 11

Indicators of Program I mpact/Success

Area: Enterprise Divestiture &
Supporting Housing Reform in the Regions

goals

results

1995-1996

1. promotiona materials for unit privatization in former
enterprise housing will have been developed and
implemented;

2. edablish a minimum of five condominium
associations in former enterprise housing in each target
|ocation;

3. competitively let contracts will have been issued for
maintenance and management services,

4. training and support to private maintenance and
management firms and condominium associations as
stimulated by the divested housing units is being
provided by qualified local ingtitutions.

accomplished

accomplished in 2 of 4 cities. Nizhni
Novgorod (10 of 45 total), Ryazan (6
of 38), Vladimir (O of 11), Moscow (2
of 36)

accomplished

accomplished in 2 cities; was
accomplished in other 2 by 12/96

1996-1997

1. Saint Petersburg
-- Condominiums registered: 20 or more
-- Maintenance competitions held: 2
-- Condominium training: 1°
Board of directors:2
Management: 2
Nizhny Novgorod, Vladimir, Ryazan
-- Condominiums registered: 10 or more in each city.

-- Maintenance competitions held: 2 or more in each
city
-- Condominium training:

Board of directors;2
Management: 2

* Second training was done within the next two months.

Goa met.
1 held; goal not met/

only one training for managers held;
goal not met

Goa met.

Goa met.

Goa met.

11



3. Regional Centers
(4 Centers, goals for each)

-- Condominiums registered: 5 or more in each of

three cities in the region covered by the Center. Godl metin all regions.

-- Maintenance competitions held: 1 or more in each
of three cities covered by the Center (Irkutsk
exluded)/

-- Condominium Training:

Board of directors;2
Management: 2

Goal met in 2 of 3 regions.

Goal met where more then 25
condominiums were registered.

1997-1998 -- 14 pilot & EHDP cities
A. All Cities

1. Rent reforms. implement the payment scheme in »
Government Resolution N.707 and approximately keep | 08 met by 13 of 18 cities.
pace with GOR standards on rent increases

B. Advanced Cities: Nizhni Novgorod, Novgorod,
Yarodavl, Petrozavodsk, Cherepovets, Samara,
Novocherkassk, St. Petersburg, Vladimir,
Ryazan, Volhov, Orenburg’

1. a minimum 30% increase in the number of
condominiums to achieve criticad momentum in the
formation of such associations to improve housing
management and strengthen democratic grass root
organizations

Goal met by 10 of 12 cities.

2. expand competiive maintenance to cover an | G0A Metby 6of 12 cities.

additional 5% of the municipal housing stock

C. Second-tier cities: Tobolsk, Kazan, Ulyanovsk,
Nalchick, Magadan, Kansk

1. create necessary local normative base and create 2 | G0d metfor Sof 6 cities.
new condominiums

2. creste "customer service’ and hold a least one | G0d metfor4of 6cities.
competition to select maintenance firm
3. preparation of a normative document to guide the | G0a metfor Sof 6 cities.
city's housing reform program.

® Some cities are not in the "advanced" category in all aspects of housing reform. For the specific areas where reform has
lagged in the city progress will be measured against the standard cited for "second tier" cities.

19



For the Moscow management initiative:

Successful operation of the contractor during the
year and acceptance by the City

Goal accomplished:  competitively
selected contractor took over 30,000
units July 1, 1998; model being
replicated.

12



Area: Mortgage and Construction Period Finance

goals

results

1995-1996
Assistance to banks

1. a sandardized set of documents for
congtruction lending procedures and appropriate
congtruction lending instruments should be
available for dissemination;

2. procedures are in place and staff trained at 5
banks to initiated construction loans and at 10
banks to initiate mortgage loans,

3. a least one ingtitution offering a course in
congtruction lending training.

Assistance to developers

4. One institution or professional association
offering a course on congtruction finance
lending;

5. A "How to” manual for construction finance
loan applications developed for use by
developers;

6. Six projects prepared and loan applications
submitted to interested banks.

accomplished

accomplished

accomplished: Ingtitute for Urban Economics

accomplished: Russian Guild of Redltors

accomplished

accomplished: 9 submitted

1996-1997

M ortgage finance

1. 1 or 2 banks initiating mortgage lending
added in each regiona center not previoudy

served by the project

2. IUE deveops enhanced housing finance
training programs

3. A full cycle of courses offered in the Certified
Mortgage Lending Program

4. Two banks making pilot building

accomplished

accomplished
accomplished

not accomplished”

® Such lending was successfully initiated in a USAID supported project conducted by the Cooperative Housing Foundation
in Tver. The project had the distinct advantage of having inexpensive funds to offer to banks making such loans. At one

11



rehabilitation loans to condo associations

Construction period finance

1. Five banks making loans; banks will be from
both Moscow and the regions

2. Dissamination of information through
Russian Society of Appraisers & other appraisa
and bank organizations

accomplished

accomplished

1997-1998

Creation of the Agency for Mortgage Lending:
The Agency will purchase its first loans by the
spring 1998 and issue its first securities by the
summer of 1998.

Not accomplished; first loan purchased in
September, and the securities issue is expected
in November/

Area: Infrastructure Finance and Regulation

goals

results

1995-1996
Assistance to municipalities

1. pilot projects regarding local activities to be
subject to long-term financing and tariff reform
specified and anadyzed in each of six
municipalities;

2. long-term financing mechanisms for pilot

projects identified and agreed to by two
municipalities;

3. tariff reform packages discussed in at least
two municipalities.
Assistance to developers

4. one ingtitution offering a course or segment
on alternative approaches to private sector

accomplished

agreements with three cities: Nizhni Novgorod,
Pskov, and Sudogda Raion (Vladimirskaya
Oblast)

discussed with 5 cities but cities expressed little
interest

segment of course; Guild of Redltors

point it appeared that CHF would be able to use its funds for loans in one of the HSRP cities, but this turned out not to be

possible.

12



participation in infrastructure finance;

5. Case studies and training materials and a | accomplished
section of a "how to" manua covering public-

private partnerships.

1996-1997

1. municipa projects analyzed in 2-3 cities accomplished
2.publications disseminated on: legal aspects of | accomplished

taxation of municipal bonds; guidelines on long-
term infrastructure finance; and, "how to"
manual on long-term finance infrastructure
projects

1997-1998

1. At least 4 cities will have developed
financially feasible infrastructure projects, with
private sector participation and identified market
mechanisms to finance such projects.

2. New procedures for analyzing and deciding
upon tariff requests from municipal water and
heat utilities implemented in at least two cities.

Nizhny Novgorod (Ozonation station)
Volgograd (Hesating station)
Dzerzhjinsky (Water purification)

Gus-Khrustalny
Uglich
Nadym

Area: Housing and Land Palicy

goals

results

1995-1996

1. development of specific legal and regulatory
documents in support of market-oriented
privatization of shelter development process;

2. cregtion and dissemination of mode
documents or regulations for adoption by other
local authorities throughout Russia

accomplished: numerous national and local level
laws and regulations enacted

accomplished: model land lease agreement;
mortgage documentation; condominium charter,
acts dealing with condominium registration,
transfer of buildings to balance of building,
continuation of subsidies.

1996-1997

1. Passage of the Urban Planning Codex by the
summer of 1997

2. Establishment of the Agency for Mortgage
Lending by January 1997

accomplished

accomplished: legal basis created in August
1996; Agency registered as an open joint stock
company in September 1997

1



1997-1998 (life of project)

Policy, laws and regulations regarding land
tenure, property transfer, urban planning and
zoning, infrastructure development and shelter
will have been formulated, debated and/or
adopted at the national or local level as may be

appropriate.

accomplished

Area: | nstitutionalization

goals

results

1995-1996

training courses related to activities at the initial
project sites are available.

generally accomplished. Courses on mortgage,
construction period, and infrastructure finance,
implementation of maintenance competitions and
creation of condominiums offered by nationa
organizations. Courses on training of managers
for condominiums available in 2 cities at end of
first year; in al cities 3 months later.

1996-1997

1. Russian staff capable of continuing all of | accomplished
previous year's activities

2. Training courses related to activities in | accomplished
additional project sites available

3. Training to build capacity for a team of | accomplished
Russian staff/ organization able to extend this

program to other geographic regionsis available

1997-1998

Year-on-year 100 percent increase in IUE | accomplished

funding from sources other than contracts with
the Urban Institute

Area: Small Grants Program

goals

results

1995-1996

17



None defined.

1996-1997

1. Complete second round of small grants
program

2. transfer basic administration to loca
organization

accomplished

accomplished; IUE

1997-1998
Successful competition for 3rd round of grants | accomplished
Table2.2
Summary of Accomplishmentsin Meeting the
Performance Standards
area total goals goals achieved
Enterprise divestiture & supporting housing 89 68
reform in the regions
Mortgage and construction period finance 13 11
Infrastructure finance and regulation 15 14
Housing and land policy 5 5
Institutionalization 5 5
Small grants program 3 3
Overdl 130 111

" Each goal for each city is counted as a separate goal.

10



Other Measures

This section briefly reviews four further indicators of the project's productivity: (1) the number of
reports, guidelines, etc. produced, (2) the number of seminars in which the team participated or
organized, (3) the creation of a home page by the Ingtitute for Urban Economics, and (4) the number of
study visits organized by the team or with its cooperation. The first three items were key elementsin the
project's dissemination strategy. In al cases, we review activities through May 1997 when funding from
the HSRP | contract was essentially exhausted.

Documents produced. The project placed a premium on two areas which led to a substantial
volume of documents being produced by the project: detailed monitoring of the developments in the
sector and evaluation of the early implementation of selected reforms; and the aggressive dissemination
throughout Russia of guidelines, handbooks and other documents to promote reform.

Table 2.3 gives a summary of the documents produced. A full listing appearsin Annex B.

Table2.3
Summary Tabulation of Documents Produced by HSRP [

subject or type of document number produced

legal and policy development 8

guidelines and handbooks for local officias, bankers, red

estate professionals; courses 28

sector monitoring, evaluation and analyses 18

principal administrative documents 3
total 57

Different documents within a category were targeted to different audiences. Among the sector
monitoring reports, for example, were those aimed at informing housing officials of progress of reforms
(e.g., the regular reports on the extent of rent increases in different jurisdictions), a series of studies on
changes in the operation of the housing market, aimed at the senior policymakers and their advisers, and
several longer monographs geared to informing both Russian policy researchers and U.S. and other
consultants working on sector reforms.

Altogether the project printed and distributed about 250,000 copies of these documents. Typically, the
format was ssimple and reproduction inexpensive: over the life of the project most printed documents cost
less than 50 cents. The most effective digtribution vehicle was providing seminar and conference
participants packets of documents on the relevant topic. But other distribution schemes were also
utilized. Trade associations, such as the Union of Russian Cities (Land Section) or the Association of
Russian Commercial Banks requested copies of certain publications for distribution to their members. In
the case of a few handbooks--such as the one on administering housing alowances--Minstroi requested
sufficient copies for all major local governments in the country as well as regional governments.

8 In the annex, HSRP | documents are those assigned the project number 6306, the internal Urban Institute project number.
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During the last half of the project, HSRP employed a full-time Russian public relations officer to help
organize the printing and distribution of these documents.

Seminars and courses. The project believed it essential to explain in person housing reforms to
housing and real estate professionals and local officials to the maximum degree permitted by the
available staff resources. The term "seminar” covers several types of presentation: the project providing
a speaker to a conference organized by others, a seminar or conference in which HSRP was a principal
organizer, or actua training courses, often of severa days duration. A cardina principle of the project
was to organize seminars with Russian organizations--mostly local or regional governments, national
ministries and trade associations. The benefits were assistance with the logistics of conference
organization and a commitment to attracting participants. Importantly, Russian staff carried amost the
whole burden of making the presentations.

Summary statistics on project seminars are presented in Table 2.4 (details are in Annex A ). The data
atest to the fact that the project ran a high volume, varied seminar operation. Over the life of the
project, there was approximately one seminar every week. Seminars were held throughout Russia, as
suggested by the maps presented in chapter one; and, the project worked with a wide range of cosponsors
to generate interest in the events and reduce its work burden.

Table2.4
Summary Data on Project Seminars

category number
total number of seminars 186
total number of participants 14,630
total number of different cities in which seminars were held >4

Home Page. In the spring of 1996, within its first year of existence, the Institute for Urban
Economics established a home page on the internet (www.furbin.ru). Initially, it provided only basic
information about the Ingtitute and its publications. Over time, however, the contents--especially of the
Russian language version--have been expanded to include a list of upcoming seminars, a current list of
new project reports, a set of ordinances adopted by local governments necessary for the implementation
of housing reforms (selected by the HSRP team as good examples), and the first sub-Federa bond credit
ratings prepared by IUE. The ordinances can be downloaded and readily edited by local governments.

The availability of these resources on the home page is advertized in materias distributed at seminars
and in a special insert in the Ingtitute's Annual Report. Not many local governments have direct access
to the internet. So in some sense the home page is a bit ahead of itstime. On the other hand, many local
governments have access to an institution--typically a research ingtitute or university--that is connected
to the internet. Hence, use is possible. The Ingtitute is monitoring utilization so it can make informed
decisions about the amount of resources to devote to this vehicle in the future. Currently there are about
ten visitors to the site per day.

Study visits outside of Russa. Study visits can be an important ingredient in the technical
assistance mix. The project used these visits for two principal purposes. One was to give a concrete
illustration of certain innovations where examples were utterly lacking in Russa. Examples in this

" HSRP |1 events begin in September 1995
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category include early visits on mortgage lending to the U.S,, a later visit to Hungary to see how the
"dual rate mortgage” was being administered by the OTP Bank, and visitsto the U.S. on the development
of housing codes. The other was to supplement the education of bankers and officials who had aready
received some training through HSRP in Russia.

Table 2.5 gives the basic tatistics on the use of study visits within HSRP 11. There were fewer
study tours during HSRP 11 than during the previous project, owing in part to the reduced need to
demonstrate new practices for the first time--examples were now available in Russia--and in part because
of lower funding from sources other than HSRP itself. Asthe table shows, training was concentrated in
thefi nance9 area where construction period finance and secondary mortgage facilities were completely
new topics'.

Table2.5
Summary Data on Study Tours

statistic number

number of study tours 11
study visits by subject area
-- finance 7
-- housing maintenance and management® 1
-- legidation devel opment 1
-- other 2
number of participants 66
number of cities from which participants were drawn

6
number of different visit/course organizers 5

a. Includes condominiums.

® Details are provided in Annex C. HSRP 11 tours are from September 1995.
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3. Development of National Legislation

The primary stage of establishing a legidative basis for housing reform implementation from
1992 to 1995 saw elaboration and adoption of the Russian Federation Laws “On Fundamentals of
Federal Housing Policy,” “On Privatization of the Housing Stock in the Russian Federation,” and the
first part of the Civil Code of the Russian Federation. These created alegal foundation for the acquisition
of privately owned housing. However, the problems of managing the common property of multi-family
blocks under several housing owners, establishing a system of rea estate rights registration for all red
estate rights and encumbrances, and providing all participants in the real estate market with information
necessary for its effective functioning still existed. In addition, lega relations under mortgage lending
were not adequately covered under legidation.

The legidative foundation necessary for the transition to market-based relations and successful
reform of the housing sector was mostly created from October 1995 to October 1998. It closed the
abovementioned legidation gaps and was consistent with the legidative development initiated aready in
1992.

The activity of the HSRP team in the development of legidation was focused on key
components. The following federal laws were devel oped with its direct participation:

- “On Homeowner Associations’;

- “On State Registration of Real Estate Rights and Deals with Real Estate’;

- “On Mortgage (Real Estate Pledge)”;

- “On Making Changes and Additions to the Russian Federation Law ‘On Fundamentals of the
Federa Housing Policy’”;

- Housing Code of the Russian Federation,
- “On Making Changes and Additions to the * Housing Code of the RSFSR’”;

In addition IUE participated in development other federal laws regulating legal relations in the
housing sphere:

- “On Allocation of Housing Subsidies between the Regions of the Far North and Areas with
Status Similar to Them in 1996”;

- “On Making Changes to the Russian Federation Law ‘On Value Added Tax’” and suggestions
to the Tax Code Draft (in part related with setting up afair taxation environment for independent
housing maintenance organizations (including private);

- “On Making Changes and Additions to the Russian Federation Law ‘On Housing Stock
Privatization in the Russian Federation.””

This chapter gives an overview of legidative accomplishments at the nationa level and the
project’s involvement in them.

L egidative Overview

A full list of lega acts is provided in Table 3.1 at the end of chapter. % Of the enumerated

10 The project also produced a summary of relevant laws on housing and real estate each six months. The fina edition is
S.Butler, “Summary of Laws and Other Legal Acts on Housing and Real Estate in the Russian Federation.” Moscow: Urban
Institute Technical Cooperation Office, 1998
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legidlative acts, the laws “On State Registration of Real Property Rights and Deals with Real Estate,”
“On Housing Owner Associations,” “On Making Changes and Additions to the Russian Federation Law
‘On Fundamentals of the Federal Housing Policy,”” and “Allocation of Housing Subsidies between the
Regions of the Far North and Areas with Status Similar to Them in 1996” were adopted and enacted.

The federal law “On Mortgage (Real Estate Pledge)” was passed by the Russian Federation
State Duma on 24.06.97 and turned down by the President of the Russian Federation on 27.07.97. The
President’ s veto was finally overridden in July 1998.

The federal draft law “On Making Changes and Additions to the ‘Housing Code of the RSFSR'”
is going through a preparatory stage and will be discussed in the first State Duma hearing. It
incorporates a new revision of the Code, adopted in 1984, with a number of provisions from the project
of anew RF Housing Code developed by the Institute. The most important addendum is the restriction on
access to free socia housing to certain population categories. This provision could be incorporated in a
separate piece of legidation, not waiting until the comprehensive new Housing Code is elaborated.
Collaterally, in the nearest future, the work on the new Housing Code of the Russian Federation will be
resumed (it was halted in 1996 pursuant to a decision by the Russian Federation Government).

The Federa law “On Making Changes and Additions to the Russian Federation Law ‘On
Housing Stock Privatization in the Russian Federation’” is also being reviewed by a conciliatory
commission of the Federal Assembly and the President of the Russian Federation.

Project Role

The HSRP team took part in preparing the abovementioned legidative acts and of a whole
number of decrees by the President of the Russian Federation, resolutions by the Government of the
Russian Federation, and federal programs and normative acts by the Gosstroy of Russia.

The documents that the team helped to prepare included the following:

The federd law “On Home Owner Associations’ replaced the Interim Provisons on
Condominiums approved by presidential decree as of 23.12.93 #2275. By incorporating a number of
standards from the Interim Provisions the law complemented and widely extended them. The law
described the methods of condominium management, rights of ownership to the premises and common
condominium property, rights and duties of association members, procedure of organizing homeowner
associations and their activities, procedure of association registration, defined the purposes for which
association-owned property could be pledged as loan security, envisaged preservation of subsidy
payments for maintenance of the condominium buildings and described in more detail the rights and
duties of the association in property management and procedure of association liquidation.

As a result of the HSRP team’'s participation in development of the Law’'s provisions, a
resolution was passed by the Russian Federation Government “On Approval of Provisons ‘On
Determination of the Size and Conditions of Land Plot Borders in Condominiums” as of 26.09.97
#1223 that establisned the order of determining the size and borders of land plots conveyed to or leased
out to householders or Homeowner Associations. Drafts were also prepared of the Model Charter of the
Homeowner Association based on the Law and Resolutions by the Russian Federation Government,
wherein the Gosstroy of Russia is given responsibility for development and approval of a single form for
registration certificates for house ownership and their release.

Executive bodies of the Russian Federation’s subjects and loca authorities were given
responsibility for provision of conditions for reregistering and coordinating the constituent documents of
the real estate owner associations with the law “On Homeowner Associations” To further
implementation, the Gosstroy of Russia prepared and issued Orders #17-20 “On Approval of a Tentative
Contract for Servicing Common Condominium Property” and #17-21 “On Approval of a Tentative



Contract on Targeted Budget Financing of Homeowner Associations’ both of 23.05.97, #17-142 “On
Approva of Recommendations for Homeowner Associations on Establishing Accounting and
Bookkeeping” as of 14.07.97. Those documents were also elaborated with the Institute’ s participation.

The federal law of 21.07.97 #122-FZ “On State Registration of Real Estate Rights and Deals
with Real Estate” laid down that pursuant to the law on state registration of rights to real estate
origination, limitation (encumbrance), conveyance or termination will be put into effect throughout the
whole territory of the Russian Federation in accordance with the system of records in the Unified State
Register of Real Estate Rights by justice ingtitutions. The law establishes that state registration is the
only proof of a registered right, determining the open character of information on state registration and
order of its receipt, and determining the order of real estate rights registration. The law determined the
specific character of state registration of separate kinds of real estate rights like rights to enterprises,
property complex, real estate rights in condominiums, common ownership rights, rights to newly created
real estate, lease rights, servitudes, mortgages, trust management, and other rights.

The federa law “On Mortgage (Red Estate Pledge)” lays down more comprehensive
requirements for mortgage contracts and order of their registration, defines secured mortgage claims,
introduces institution of a pledge attesting the rights of a pledgee on a secured mortgage commitment and
on amortgage contract and not requiring a notarial certificate in case rights on it are conveyed, stipulates
the consequences of recovery against pledged property on previous mortgage contracts, leases,
servitudes, right to using the premises by the family of the owner, establishes the order of recovery
against pledged property and its implementation, defines grounds which give a pledgee a right to claim
advanced fulfillment of the secured mortgage commitment, determines the order of transfer of pledged
property rights to other persons and encumbrance of this property with the rights of other persons and
regulates the subsequent mortgage. The law set that in the case of recovery against pledged housing, the
pledger and his family are obliged to vacate the premises on condition that the housing was pledged on
mortgage contract to secure payment of the loan given for its acquisition or construction and the family
of the pledger had given a notarized certified commitment to vacate the pledged premises in case of
recovery against it before the mortgage contract was signed.

The work in this field continued to result in the development and adoption of the Russian
Federation Government’s Provisions of 26.08.96 #1010 “On the Agency for Housing Mortgage
Lending” that determined the terms and order of establishing the Agency - a specidized secondary
mortgage market ingtitution.

The federal law of 21.04.97 #68-FZ “On Making Changes and Additions to the Russian
Federation Law ‘On Fundamentals of the Federal Housing Policy’” incorporated changes and additions
aimed at matching the concepts and provisions of the Law “On Fundamentals of the Federal Housing
Policy” with the Federal Law “On Homeowner Associations.”

The federal law as of 17.08.96 #116-FZ “On Allocation of Housing Subsidies Between the
Regions of the Far North in 1996” specified the procedures for allocation of 1996 federal budget funds
for granting housing subsidies to the citizens leaving the regions of the Far North for regions with
favorable climates. The law prescribes the use of up-front subsidies to the citizens for housing
congtruction and acquisition; and it specified the amount of subsidies as well as loan terms and
procedures of granting them.

In addition, the concept of housing subsidies for construction and acquisition of housing was
developed in the following normative documents prepared with active Ingtitute involvement:

- Decree by the President of the Russian Federation “On State Support of Citizens in Housing
Construction and Acquisition” (adopted on 29.03.96 #430), establishing the mechanism for financia
support of citizens in housing construction and acquisition with the help of budget funds through
granting free subsidies;
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- Resolution by the Russian Federation Government “On Granting Russian Federation Citizens
in Need of Improved Housing Conditions a Free Subsidy for Housing Construction and Acquisition”
(adopted on 03.08.96 #937), that set the procedures of granting citizens in need of improved housing
conditions free subsidies for housing acquisition and construction.

In addition, following an assgnment by Gosstroy, the team developed “Recommendations on
Development and Implementation of the Program for Granting Free Subsidies (Financial Assistance) for
Housing Acquisition and Construction to the Citizens in Need of Improved Housing Conditions.” The
Gosstroy forwarded the projects to the subjects of the Russian Federation.

The project of the Russian Federation Housing Code was developed by the HSRP team at
Gosstroy’s request as an aternative to the project developed by the Russian Ministry of Justice. The
Housing Code envisages another form of state participation in improving housing conditions for its
citizens. Unlike the official version, stipulating only provision of living accommodation to those needing
improved housing conditions under socia rent (naim) contracts, the Code has added provisions on
assisting citizens to exercise their right to housing through a wide range of instruments which assume
certain extents to citizens uses of market solutions (giving subsidies for housing construction and
acquisition, free land plots for housing construction). It introduces differentiation of citizens according to
their right to receive living accommodation under the socia naim contract, describes the categories of
citizens eligible to obtain housing under naim agreement based on provisions of article 40 of the
Constitution. It lays down that a compulsory social naim contract must be signed and claims that its
status is superior to that of a warrant. There is a more comprehensive description of the socia contract
contents, procedure of its signing, changing, canceling and recognizing its invalidity and description of
procedures of giving housing accommodation under naim agreement.

The HSRP team took the lead in developing a number of legal acts aimed at fostering
competition in rendering housing services, regulating the system for utility payments and setting federa
standards for the transition to the system. The following documents show positive results of a series of
demonstration projectsinitiated by the Institute.

1. Presidential decree of 29.03.97 #432 “On Development of Competition in Rendering
Services in Maintenance and Renovation of the State and Municipal Housing Stocks’
recommended executive bodies of the Russian Federation's subjects and local authorities
divide in 1996 the functions of the customer and contractor in maintenance and renovation of
the state and municipal housing stocks and transition to contractual relations between
organizations performing these functions.

2. Resolutions by the Russian Federation Government of 13.06.96 #707 “On Regulating the
System for Utility Payments’ established the structure of resident payments for all forms of
housing ownership and the procedure of granting compensations (subsidies) for utility
payments to the citizens and gave local authorities a right to approve normatives on housing
and communal service consumption and rates and tariffs on utility services.

3. The Resolution of 26.05.97 #621, “On Federa Standards of Transition to the New System
of Utility Service Payments,” established federal standards of social housing space, the level
of citizens payments, maximum allowed share of the citizens own expenses for utility
payments in the aggregate family income, maximum monthly cost of rendered housing and
communa services per one sg. m. of the total housing space, which will serve as a base for
the annual assessment of the amount of financial assistance provided to the subjects of the
Russian Federation from federal budget funds.

4. The Resolution by the Government of the Russian Federation “On Approva of the Federa
Standards for Transition to the New System of Utility Services Payments for 1998 set
federal standards for 1998 as well as the Procedure of Laying Down Federal Standards for
Trangition to the New System of Utility Payments and Amounts of Transfers, if the federa
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standards and tariffs approved by the Federa Energy Commission of the Russian Federation
are observed.

The federal law “On Making Changes and Additions to the Russian Federation Law ‘On
Housing Stock Privatization in the Russian Federation'” incorporates standards aimed at establishing
additional social guarantees in housing privatization, enables the subjects of the Russian Federation to
set terms of privatization completion and establishes the procedures, conditions and terms of housing
accommodation in communa apartments, lays down the procedure of housing deprivatization and
grounds to make one eligible for recurring privatization.

The federal draft law “On Making Additions to the Russian Federation Law ‘On Value Added
Tax'" and suggestions pertaining to the Tax Code Project put forward the idea of exempting the value
added tax from housing payments, including rents under naim agreement in the State and Municipa
Housing Stock, as well as maintenance fees for housing accommodation maintenance and renovation,
common eements, adjacent territories by owners of the housing accommodation and itemized jobs on
maintenance and renovation of the housing stock performed by contractor organizations under contract
with customer organizations. This would give the same tax advantages to firms working under contracts
with municipal organizations as those enjoyed by municipal departments.

The Ingtitute a so took part in elaborating a number of federal programs such as:

- federal targeted program “Y our Own Home”;

- federal program for demonopolization and development of competition on utility services
market for 1998-1999;

- federa targeted program “State Housing Certificates’ (by decree of the President of the
Russian Federation as of 28.01.98 #102, the program was given Presidential status);

- state targeted “ Program for Providing Servicemen and Interior Bodies Staff and their Families
with Housing in 1998-2002" .

To implement the program “ State Housing Certificates’ a package of normative documents was
worked out:

- Provisions on procedures of preparing and conducting the competition for choosing the General
Manager of the Presidential Program “ State Housing Certificates,” approved by order of the
Gosstroy of Russia as of 25.02.97 #17-45;

- Order by the Gosstroy of Russia as of 25.02.97 #17-45 “On Approva of the Commission for
Conducting a Competition for Choosing the General Manager of the Presidential Program
“State Housing Certificates’;

- issue and redemption of state housing certificates given to servicemen, citizens dismissed from
military service, and citizens subject to move from closed and isolated military settlements,
approved by resolution of the Russian Federation Government as of 21.03.98 #320;

- Resolution by the Government of the Russian Federation as of 21.03.98 #320 “On Measures
for Implementation of the Presidential Program ‘ State Housing Certificates ”;

- Provisions on organizing the competition for selecting banks to participate in the federally-
targeted program “State Housing Certificates “ of 27.03.98 # 15H, approved by order of the
Ministry of Finance.

The HSRP team took an active part in developing the Concepts of Housing and Utility Service
Reform in the Russian Federation, approved by decree of the RF President #425 on 28.04.97.
Continuing this activity, HSRP participated in preparing Presidential Decree #528, as of 27.05.97, “On
Additional Measures on Utility Service Reform in the Russian Federation,” Resolution by the RF
Government of 13.06.97 #702 “On Approving a List of Towns for Tuning the Mechanism of
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Implementing Utility Service Reform,” draft of the RF Government Resolution “On Audit of Utility
Service Tariffs,” Order by the Gosstroy of Russia #17-142 “On Approval of Tariff Audit Procedure in
Organizations Rendering Utility Services’ as of 29.12.97, normative and methodical materials on
Implementation of the Concepts of Utility Service Reform in the Russian Federation (approved at the
meeting of the interdepartmental board of the Council for Architecture, Construction, and Utilities on
29.05.97), draft of the Provisions on Procedure of Developing, Reviewing and Approving Utility Service
Tariffs (to be approved via the Gosstroy Order).

The Future

While a great deal has been accomplished, the legal base is far from perfect. Priority tasks for
the future include:

- finalizing the Federal Draft law “On Making Changes and Additions to the ‘Housing Code of
the RSFSR'” and submitting it for State Duma approval;

- participating in elaboration of the new Housing Code of the Russian Federation;

- taking part in developing the federa draft law “On Making Changes and Additions to the
Federal Law “On Homeowner Associations’ in the context of the Constitutional Court
acknowledging the provisions of articles 32 and 49 of the Law not in accordance with the
Constitution;

- providing for further mortgage development, whereby it is necessary to work out a number of
normative acts, including the draft of the resolution by the Russian Federation Government on
Making State Guarantees on the Funds Attracted by the Agency for Housing Mortgage
Lending to Refinance Long-Term Housing Mortgage Loans, Procedure and Conditions of
Securing Return of Monetary Funds Given to the Agency for Housing Mortgage Lending with
aView for Developing the System of Long-Term Housing Mortgage Lending to the Residents,
Procedure of Registering Rights to Uncompleted Construction Objects and Deals with them;

- developing Procedures for Transfer of Non-Housing Stock Owned by the State or
Municipalities for Management of Homeowner Associations, Procedures of Granting
Subsidies Envisaged by Law to Homeowner Associations and Compensations (Subsidies) and
Benefits to Homeowners Living in Houses Managed by Homeowner Associations and a
Tentative Procedure of Registration and Issue of Land Titles to Members of Homeowner
Associations.

Table3.1
List of Legal Documentsthat were Developed with the Participation
of the HSRP team in 1996- 1998

1. Federal Laws
1.1. Federal law of 15.06.96 #72-FZ “On Homeowner Associations.”

12 Federal law of 21.07.97 #122-FZ “On State Registration of Real Property Rights and
Deals With It.”

13. Federal law of 26.06.97 #102-FZ “On Mortgage (Real Estate Pledge).”

14. Federal Law of 17.08.96 #116-FZ “On Allocation of Housing Subsidies between the
Regions of the Far North and Areas with Status Similar to them in 1996.”
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15.

1.6.

1.7.

18.
1.9.

1.10.
1.11.
1.12.
1.13.

(d) Federal Draft Law “On Making Changes and Additions to the Russian Federation
Law *On Fundamentals of the Federal Housing Policy.””

(d) Federal Draft Law "On Making Changes and Additions to the Russian Federation
Law ‘On Housing Stock Privatization in the Russian Federation.””

(d) Federad Draft Law “On Making Additions to the Russian Federation Law ‘On
Vaue Added Tax.””

(d) Draft of the Russian Federation Housing Code.

(d) Federal Draft Law “On Making Changes and Additions to the ‘Housing Code of the
RSFSR."”

(d) Draft of the Tax Code Project (provision 15 of point 2).

(d) St. Petersburg Draft Law “On Housing Policy in St. Petersburg.”
(d) Moscow Draft Law “The Housing Code of the City of Moscow.”
(d) Recommended (Model) Draft Law “On Natural Local Monopolies.”

Presidential Decrees

21

2.2.

2.3.

24,

2.5.

2.6.

Decree by the President of the Russian Federation as of 29.03.96 #430 “On State
Support of Citizensin Housing Construction and Acquisition.”

Decree by the President of the Russian Federation as of 29.03.96 #431 “On the New
Stage in Implementation of the State-Targeted Program “ Zhilische” (See p.4.2).

Decree by the President of the Russian Federation as of 29.03.97 #432 “On
Development of Competition in Rendering Services in Maintenance and Renovation of
the State and Municipal Housing Stocks.”

Decree by the President of the Russian Federation as of 21.07.97 #425 “On Utility
Service Reform in the Russian Federation.”

Decree by the President of the Russian Federation as of 27.05.97 #528 “On Additional
Measures on Utility Services Reform in the Russian Federation.”

(d) Blueprint decree by the President of the Russian Federation “On Approval of a
Model Charter for Homeowner Associations.”

Resolutions of the Russian Federation Government

3.1

3.2.

3.3.

3.4.

3.5.

Provisions by the Russian Federation Government of 26.08.96 #1010 “On Agency for
Housing Mortgage Lending.”

Resolution by the Russian Federation Government of 13.06.96 #707 “On Regulating the
System for Utility Payments.”

Resolution by the Russian Federation Government of 27.06.97 #753 “On Federa
Targeted Program *Y our Own Home' (See p.4.1).

Resolution by the Russian Federation Government of 03.08.96 #937 “On Granting
Russian Federation Citizens in Need of Improved Housing Conditions a Free Subsidy
for Housing Construction and Acquisition.”

Resolution by the Russian Federation Government of 26.05.97. #621 “On Federa
Standards of Trangition to the New System for Utility Payments.”
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3.6.

3.7.

3.8.

3.9.

3.10.

311

3.12.

3.13.

3.14.

Federal
4.1.
4.2.

4.3.
4.4,

45,

4.6.

4.7.

Resolution by the Russian Federation Government of 13.06.97 #702 “On Approving a
List of Towns for Tuning the Mechanism of Implementing Utility Service Reform.”

Resolution by the Russian Federation Government of 26.09.97 #1223 “On Approval of
Provisons ‘On Determination of the Size and Conditions of Land Plots Borders of
Condominiums.”

Provisions by the Russan Federation Government as of 20.12.97 # 1613 “On the
Program for Demonopolization and Development of Competition in the Utility Service
Market” (See p.4.5).

Resolution of the Russian Federation Government of 20.01.98 #71 “On Federa
Targeted Program * State Housing Certificates (See p.4.3).

Resolution of the Russian Federation Government of 30.05.98 #536 “On Approva of
the Federal Standards for Transition to the New System of Utility Service Payments for
1998.”

Resolution by the Russian Federation Government as of 21.03.98 #320 “On Measures
for Implementation of the Presidential Program ‘ State Housing Certificates.””

Resolution by the Russian Federation Government #630 of 24.06.98 “On Socid
Protection of Population under the Revision of Prices for Natural Gas.”

Decree by the Russian Federation Government #581 as of 11.07.98 “On Amendment to
the Procedure of Issuance and Redemption of State Housing Certificates for Servicemen
Retired or Dismissed from Military Service and Citizens of Closed Settlements Subject
to Removal.”

(d) Draft Resolution of the Russian Federation Government “On Carrying Out an
Obligatory Expertise of Tariffs for Goods, Works and Services Taken into Account in
Paying for Housing and Utility Services.”

Programs and other documents approved by the Russian Federation government
Federa Targeted Program “Y our Own Home.”

Main directions of a new stage of implementation of the State-targeted program
“Zhilische.”

Federal Targeted Program “ State Housing Certificates.”

State Targeted Program for Providing Servicemen and Interior Bodies Staff and Their
Families with Housing in 1998-2002.

Federal Program for Demonopolization and Development of Competition on the Utility
Service Market for 1998-1999.

Procedure of Laying Down Federal Standards for the Transition to a New System of
Utility Payments and Amounts of Transfers Given that the Federal Standards and
Tariffs Approved by the Federa Energy Commission of the Russian Federation are
Observed (approved on 04.08.97 by the Head of the Government Commission on
Reforming Municipa Infrastructure in the Russian Federation and First Deputy of the
Head of the Russian Federation Government B.J.Nemtsov).

Issue and redemption of dtate housing certificates given to servicemen, citizens
dismissed from military service, and citizens subject to move from closed and isolated
military settlements (approved by resolution of the Russian Federation Government as of
21.03.98 #320).
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5.

Departmental normative documents

51.

5.2

53.

54.

55.

5.6.

5.7.

5.8.

5.9.

Gosstroy Order of 23.05.97 #17-20 “On Approval of a Tentative Contract for Servicing
Common Condominium Property.”

Gosstroy Order of 23.05.97 #17-21 “On Approval of a Tentative Contract on Targeted
Budget Financing of Homeowner Associations.”

Gosstroy Order of 14.07.97 #17-45 “On Approval of Recommendations for Homeowner
Associations on Establishing Accounting and Bookkeeping'”.

Gosstroy Order of 29.12.97 #17-142 “On Approva of Tariff Audit Procedures in
Organizations Rendering Utility Services.”

Normative and methodical materials on implementation of the concepts of Utility
Service Reform in the Russian Federation (approved at the meeting of the
interdepartmental board of the Council for Architecture, Construction, and Utilities on
29.05.97).

Provisions on procedures of preparing and conducting the competition for choosing the
General Manager of the Presidential Program “ State Housing Certificates” (approved by
order of the Gosstroy of Russia as of 25.02.97 #17-45)

Gosstroy Order of 25.02.98 #17-45 “On Approval of the Commission for Conducting a
Competition for Choosing the General Manager of the Presidential Program *“State
Housing Certificates.”

Provisions on organizing competitions for selecting banks to participate in the federa
targeted program “State Housing Certificates’ (approved by order of the Ministry of
Finance as of 27.03.98 #15H).

(d) Blueprint of Provisions on Order of Development, Review and Approva of Utility
Service Tariffs (to be approved by Gosstroy Order).



4. Housing Divestiture and Work with Regional Cities

The objective of this chapter is to document the activity carried out by Urban Institute-HSRP staff with
regard to enterprise housing divestiture during the 1995-1998 period. The Chapter will detail work in the
targeted cities of the program. It provides an assessment of the impact of team activities on privatization,
condominium formation and other issues addressed under the programs.

Project Overview

HSRP I was initiated in October 1995, with the signing of a contract between the US Agency for
International Development (USAID) and the Urban Institute for certain extensions to the overall work
program beyond HSRP | and for a concentrated effort in four sites: Moscow, Nizhni Novgorod Oblast,
Vladimir Oblast and Ryazan. In terms of the specific goals set for the project, in addition to a few life-
of-project indicators, new performance indicators were determined for the project each year as part of the
annual work plan.

The theme of the overall program was to encourage cities to accept more housing from enterprises ready
to divest their units by helping cities cut the subsidies associated with operating their stock. To do this,
the Urban Ingtitute team worked in three directions in each city: (1) designing phased increases in
housing rents paid by tenants and at the same time strengthening the housing alowance programs; (2)
improving the efficiency of the maintenance and management of the municipal housing stock (including
divested buildings) by selecting maintenance firms through competitions and thereafter monitoring their
performance closdly, and by the formation of condominiums whose members will have a strong interest
in good management for their buildings (promotion of unit privatization is a necessary antecedent to
condominium formation in many buildings); and, (3) working with the city to design and finance energy
efficiency enhancing investments for the housing stock.

HSRP aso initiated work with cities participating in the World Bank’s Enterprise Housing Divestiture
Project (EHDP) during 1995 at USAID’s direction. The participating cities included Vladimir and
Ryazan from the HSRP list, plus Orenburg, Volhov, Petrozavodsk, and Novocherkassk (later replaced
with Cherepovets).™

It is worth noting that the World Bank set specific reform targets for the cities to meet, by the end of
calendar year 1996, in order to remain dligible for continuing investments under the program. These
targets included:

1) Divestiture. Complete divestiture of 90 percent of enterprise housing stock eligible for divestiture by
the end of 1996 (100 percent by the end of 1997) together with corresponding utility networks.

2) Competitive Maintenance.
a. Place at least 10 percent of total housing stock under competitive maintenance.
b. Undertake the following structural reformsin order to de-monopolize the maintenance market:

Reorganize structures (both municipal maintenance organizations and maintenance departments
divested from enterprises) which provide housing maintenance servicesinto legal entities.

Liquidate management structures which serve as intermediaries between single Customer

1 PADCO worked with Orenburg during the initial stages of the project.
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Service agencies and organizations which provide maintenance services.

c. Improve procedures and legal mechanisms for competitive tenders for maintenance services based on
experience to date.

d. Establish clear and transparent frameworks for financial and legal relations with winners tenders.

3) Condominium Formation. Give condominiums the legal and actual to own both commercia rea
estate located in their buildings as well as surrounding land.

4) Cost Recovery

a Achieve 60 percent cost recovery, as long as the number of housing allowance recipients remains less
than 25 percent of households in the city. The digibility threshold level of household income for housing
and utility payments was set at 15 percent.

b. Ensure sufficiency of the ingtitutional and administrative capacity of the housing allowance system via
the following:

Consigtently provide information on the housing allowance system in a city, including criteria
of eligibility for housing allowances, application procedures, and contact persons,

Ensure that the number and location of branch offices of the housing allowance service are
sufficient to accommodate applicants in atimely manner; and

Build in flexible hiring mechanisms for temporary expansion of housing allowance services to
avoid lines following tariff increases.

Under HSRP I, the Urban Institute assisted the EHDP cities to meet the conditions for inclusion in the
World Bank program. The Ingtitute's activities in support of EHDP have centered around assisting
citiesin the areas of:

Completing divestiture of targeted percentages of enterprise housing stocks;
Privatizing housing maintenance;

Encouraging the privatization of units;

Creating and implementing the legal foundations for formation of condominiums;

Assisting the cities to devise and implement policies on increasing recovery of maintenance
and utility costs;

Working with cities to strengthen and revise housing alowance programs to mitigate the
effects of increased cost recovery on poor households.

These tasks closely parallel the activities that HSRP 11 calls for in Moscow, Nizhni Novgorod Oblast,
Ryazan and Vladimir Oblast. In fact, two of the HSRP Il target cities, Ryazan and Vladimir, are
included as eligible under EHDP. Finaly, smilar but more limited assistance was provided to Moscow
and Nizhny Novgorod, partialy with HSRP | funding.

The highlights of the program for 1996-1997 can be encapsulated as follows:

- enterprise housing divestiture
- introduction of competitively selected firms to maintain and manage the municipal housing stock, and

- formation of condominium associations
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The number of cities receiving on-site technical assistance expanded to 12-13. Greater emphasis was
placed on training activities--both in Moscow and the regions and staff was available in Moscow to
consult with officials from regiona cities.

Four of the cities were defined as Regiona Centers. These Centers were deliberately chosen to extend
the reach of reforms into areas previously comparatively under served by the Housing Sector Reform
Program. Each Regiona Center served as a "hub" for regiona training activities. Officials from
surrounding regions were invited to participate in training programs and seminars and project staff was
available in each Regiona Center for consultation on a regularly scheduled basis. (The reasons for the
choice of specific cities are given below.)

Work to be carried out in 1997-1998 under the HSRP |1 concentrated on:

Continuation of development of the legal basis for housing reform. (In the project’s final
eighteen months worked extremely closaly with First Deputy Prime Minister Boris Nemstov
on policy development).

Assistance in implementing the array of housing sector reforms in two sets of cities--the six
cities included in the World Bank's Enterprise Housing Divestiture Project and the fourteen
cities selected by Mr. Nemstov and Minister of Construction, Efim Basin, as pilot reform
cities.

In addition, there was limited work in support of the Moscow pilot program to select private
firms for managing municipal housing through competitions.

Activities During the Period

1995-1996. During Year One and Year Two of HSRP I, the Work Plan gave priority to
enterprise housing that was about to be transferred to the municipality (i.e. before the buildings got
absorbed into the municipal maintenance system) because we believed that this minimized resistance
from the maintenance and housing departments in the loca administrations. Depending on the pace of
divestiture we encouraged cities to work more or less extensively with buildings that aready had been
transferred. Work aso continued with housing that had aready been absorbed by the cities to encourage
condominium formation and competitive maintenance offerings. In Moscow, where the city refused to
accept more divested housing until Federal subsidies again began to flow, emphasis continued to be
exclusvely on aready-divested buildings until such time as the city began to accept new units of
departmental stock.

The unit privatization and condominium registration marketing and training campaign begun during Y ear
One continued in Year Two, with a significant change in that it was directed by the cities themselves,
instead of Indtitute staff. Indtitute staff trained city officials in the techniques of the promotional
program. City staff then continued the process. During Year One, the project tried the approach of
targeting specific buildings for an intensive campaign of information through the distribution of flyersin
mail boxes and the placing posters in entryways, and organizing meetings for tenants in the buildings, in
addition to mass media promotion of unit privatization and condominium formation. The impact of these
initiatives was carefully tracked and the results found to be disappointing in terms of increased
privatization and condominium formation. Therefore, in Year Two the recommended approach was
amended away from this labor intensive one to one in which reliance was on mass media and strong
follow-up by local officials to inquiries from tenants and condominium initiative groups.

EHDP (and RF law) called upon target cities to establish and fund housing allowance programs to assist
poor households dea with the economic pressure of meeting higher rent and communa service cost
recovery percentages. All the target cities established such programs. Staff continued to assist the



World Bank cities fine tune their programs and added new components as necessary throughout Y ear
Two of HSRP II.

Competitive Maintenance. Staff worked with the cities to convince them of the need for and
benefits of creating customer service entities. These structures enabled the city to clearly separate the
functions of maintenance contractor and management (customer service in the role of owner) and to
support efforts to implement a competitive process for selection of housing maintenance providers. The
creation of both customer service and separate municipal housing maintenance competitions resulted in
lower management and maintenance costs and improved housing conditions for residents.

The program team provided assistance to all the target cities and recommended improvements to existing
systems to strengthen the maintenance competition process, in particular, as it related to enterprise
housing stock. Team activities included evauation of current maintenance systems and quality, training
on formation and continuation of customer service, advice on allocation of expenses between contractors
and customer service, development of standardized contracts and inspection techniques and actua
involvement in the bidding process.

During the year Moscow pioneered the first competition for management services at the level of the DEZ
or Office of Unified Customer.

Program Strategy for stimulating Privatization and Condominium Formation. A key strategic element
of the work program from October 1, 1995 to October 1, 1996 was to concentrate available resources on
selected "high priority” buildings — former enterprise housing stock which was attractive for unit
privatization and possibly condominium formation. Spreading resources more widely was thought to
cary the clear danger of not sufficiently alerting tenants to the possibilities of privatization and
condominium formation or pushing information at tenants known to have little reason to be interested in
those options. Thus, in addition to an operational approach, the team's activities could also be viewed as
atest of that approach to determine if this intensive focus of time and resources would be effective in
stimulating reforms, and if so, could be used as a model for other regions and cities in their reform
programs.

Marketing the Privatization Process.  During Year One, Ul staff spent considerable time and
resources working with the cities to market the privatization process. Because of the reduced levels of
effort planned for Year Two, the cities themselves had to carry out this function. Ul assisted them with
consultations and training as needed. As noted, the approach of targeting an intensive information
campaign on selected buildings was not productive. Therefore, the strategy was changed to greater
reliance on mass media and strong follow up to inquiries stimulated by the advertising campaign.

Building Selection Criteria and Targeted Enterprises.  In each of the four priority cities, the
program teams developed lists of target enterprises that recently divested stock to the administration.
Staff also identified blocks of buildings that already been divested but that were not previously targeted
for Ul work. Within these broad parameters, staff then searched for individual buildings or blocks of
buildings on which to focus their activity of promoting privatization and condominium formation.

The sdlection criteria on which to base the initial determination of a building's suitability for activity
included:

Technical Condition of the Building. Targeted buildings should be not more than 10 years
old. Buildings that were constructed more than 10 years ago could be considered if they had
major renovations completed within the last 7 years. Staff looked for buildings in the best
condition. They also reviewed building documentation and conducted visua inspections of
target buildings to determine if they met these standards.
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Percentage of Privatized Apartments. The percentage of privatized apartments should have
been more than 30% in target buildings. Staff felt that high levels of privatization would
stimulate activity in condominium formation and give residents greater incentive to properly
maintain their buildings to improve their future value.

Building Location. Staff looked for buildings located in more prestigious districts.
Experience shows that such buildings were traditionally better constructed and maintained,
and therefore are easier and more economical to operate. They aso prove to be better targets
for formation of future condominium associations. This factor can be severely limited if the
divested housing is all located in one area and that area is undesirable.

Existence of Groups of Residents Showing Interest in Creation of Condominiums. It is
important to the future of any condominium that it contain a group of interested and active
people who are willing to push for reform and assist in the management of the condominium.

Presence of Non-Residentia Areas in Building. If the building contains non-residentia
spaces (commercial, potential commercial, or amenities) its value and ability to provide
income to the condominium associ ation increases.

Condition/Desirability of Adjacent Territories. Staff looked for buildings to target that had
adjacent territories that were desirable and in good condition. Such territories, if allocated to
the condominium at registration or in the future, could serve to increase the value of the
condominium and may be devel oped for income purposes.

Staff worked to select target buildings based on the above standards. However, buildings that were
selected did not always meet al the selection criteria. Once staff selected target buildings, they began
their work to promote privatization of units, condominium formation and competitive maintenance for
the buildings. They met with residents to begin training programs, consulted with city officials on
registration issues and began advertising campaigns. The amount of time that these efforts took to bear
fruit varied widely depending on the attitudes of residents and officials, the local political atmosphere,
economic conditions, and the level of reform and legidative base in the city.

Urban Institute staff working with each target city engaged in a wide variety of activities to promote
housing reform and accomplish program goals. The principal activities carried out by team members
concentrated on hiring and training staff, developing and implementing information campaigns in support
of program goas promoted unit privatization and condominium formation, bringing the municipa
housing stock under competitive maintenance, assisting cities to increase the percentage of maintenance
and utility costs they recover from residents, and helping cities refine their housing alowance programs.

Information Campaigns. The intent of these campaigns was to disseminate as much
information as possible to city officials and residents regarding program goals, and to meet and consult
with interested parties to discuss issues, problems and potential solutions to those problems.

Prior to February 1996 the team's efforts primarily consisted of meeting with officials and residents to
develop working relationships, gathering information about the status of housing reforms in the cities,
assessing and selecting target enterprises and buildings, completing other necessary background work,
and developing informational materials (advertisements, brochures, fliers, etc.).

Beginning in February and March, field staff began to work with the cities to place advertising materias
in local media when possible (TV, radio, print), and to distribute flyers, posters and brochures to
buildings selected as targets for action. These materials were developed by the Urban Ingtitute and were
intended to stimulate resident interest in privatizing their units and forming condominiums. In each
advertising piece or placement, a telephone contact number was listed to which residents could call to
receive more information. Staff also gave interviews in the local press and encouraged city officials to
publicize program goals.

o



The mgjor areas of work included:

Didtribution of fliers that encouraged residents to privatize their units and to form their
buildings into condominiums. Staff posted fliers at residents units and handed them out at
informational meetings.

Placing advertisng posters to encourage privatization and formation of condominiums.
Posters were typicaly hung in resident buildings, in public buildings and in employment
offices where those seeking jobs might be stimulated to consider condominium management
or maintenance as forms of employment.

Distributing brochures developed by the team. Staff had these on display and available at
informational meetings held with residents, city officials and other interested parties.

Holding informational meetings with residents and city officials to educate them about
privatization and condominium formation and to solicit their support.

Showing videos pertaining to apartment privatization and condominium formation to city
officials and residents of target buildings. The videos were produced by the Urban Ingtitute.

Conducting training seminars to teach the practical aspects and advantages of condominium
formation, unit privatization and maintenance competition.

Holding consultations with city administrations, residents and oilier interested parties. Such
consultations covered the entire spectrum of program goals including privatization,
condominium formation, competitive maintenance, and housing allowance programs.

Broadcasting television advertisements produced by the Institute that promoted program
gods. Included in this category were interviews and other informational activities that
appeared on television in support of team efforts.

Broadcasting radio advertisements produced by the Ingtitute.

Miscellaneous other activities earned out by staff in support of Institute programs including
giving presentations, advertising in print media, reviewing documents, etc.

For the most part, this intensive level of "tenant-to-tenant” activity proved to be ineffective in generating
significant numbers of contacts with residents or encouraging them to privatize their apartments. For
example, in Moscow, two thousand fliers were distributed throughout one particular region of the city
announcing an informational meeting which was to be held on unit privatization and condominium
formation. Only four residents showed up for the meeting.

Beginning in March, staff attempted to track the number of contacts received, units privatized and
condominiums that have been formed in the cities. From trends in such activity through September,
preliminary inferences can be drawn regarding the effectiveness of the information campaign. In
summary, Table 4.1, below, shows activity totals from February - June 1996 and numbers of contacts
generated. The table shows that in spite of the intensive, broad-based, door-to-door information
campaign by Ul saff, relatively few contacts occurred. Staff have carefully tracked this data and
determined that efforts on information campaigns need to be targeted to those approaches that give the
most significant results. Experience has shown that articles in newspapers and advertisements on
television and radio tend to generate the greatest response from residents.

Table4.1
Levelsof Activity and Contacts Received February-June 1996
City/ Activity M oscow Nizhni Ryazan | Vladimir | Volkhov Petro- Novo-
Novgorod zavodsk | cherkassk
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Fliers 16,025 520 10,645 9271 2040 691 1094
Ads 764 60 0 190 184 36 79
Brochures 447 30 39 65 56 18 45
Meetings 4 2 0 6 5 6 22
Videos 7 1 24 19 2 0 1
Training 6 - 3 6 1 0 0
Consultation 75 32 31 85 30 32 66
TV Shows 0 1 11 1 0 12 28
Radio 0 0 0 0 1 0 0
Other 18 2 11 3 0 0 0
Number of 118 47 40 120 32 34 106
Contacts

Contacts per A3 34 .76 3.42 5.33 121 5.30
thousand pop.

Unit Privatization. One area of activity not specifically addressed in EHDP as a target, but that
was a focus of HSRP efforts, is that of encouraging privatization of units. Increased privatization levels
are viewed as critical to redlizing the creation of condominium associations. Higher privatization rates in
buildings usualy reflect greater tenant activity and positive attitudes toward reform. Experience shows
that tenants in these buildings are more likely to form condominiums.

Generally, unit privatization rates in enterprise housing have been lower than in municipal housing.
Nationally at the end of 1994, the rates were 19% and 36% respectively. One reason for the lower rates
in enterprise housing was that tenants were often discouraged from privatizing their units by firms
wishing to retain ownership and control. Once the housing has been divested to the municipality, thereis
a good chance the tenant interest in privatizing could be rekindled. On the other hand, the poor condition
of much of the enterprise housing works against privatization since the value of the asset "on offer” is
less.

Many of the program activities involved promotion and advertising in targeted buildings to encourage
residents to privatize their units and/or create condominiums. Therefore, measuring the results of these
activities can be general indicator of the impact and effectiveness of Ingtitute advertising and information
dissemination programs. Table 4.2, below, shows the level of housing privatization in each of the cities.

Table4.2
Privatization Levelsin Targeted Cities Percent as of Given Date

Municipal Housing Stock Enterprise Housing Stock

City 4/1/96 6/1/96 10/1/96 4/1/96 6/1/96 10/1/96
M oscow 41 43 44 34 39 39
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N. Novgorod 33 34 34 na na na
Ryazan 40 44 45 23 24 24
Viadimir 50 51 52 55 55 56
Volkhov 38 38 38 33 33 34
Petrozavodsk 33 na 36 63 na 63
Novocherkassk 37 na 39 86 na 87

Notes: a. Data for this table comes from the report on the World Bank Enterprise Housing
Divestiture Project, the Urban Institute "Housing Sector Reform Project 11, Work Plan," and from Urban
Institute field staff, b. Nizhni Novgorod has not kept separate data on privatization in enterprise housing.
c. Percents shown here for Moscow are from January 1, 1996. Specific data was not available in April
1996.

As can been seen in Table 4.2, privatization levels are generaly flat, although dlight progress was
achieved in most cities, with significant progress in Ryazan's municipal housing stock and Moscow’s
enterprise housing stock. The reason for the increase in Ryazan is difficult to pinpoint. However, the
return of the communists to power in the loca city council might have caused residents to "hurry" to
privatize now fearing that this option may be taken away by the communists in the future. As for the
increase in Moscow, until 1995, there were severe limitations on privatizing apartments in the enterprise
housing stock. The increase from 34% to 39% could have been caused by a further easing of these
restrictions in 1996, as well as the continuing growth of the overal housing market in Moscow.

The low level of increased privatization in other citiesisin spite of the intensive activities of the Ul team
to advertise and promote privatization. For the most part, however, tenants who saw a benefit of
privatizing their apartments have done so. Those living in poor quality housing or in undesirable regions
remain hesitant about privatizing their apartments and will most likely remain so, regardless of Ul
efforts.

1996-1997: Regional Centers
Selection of Regional Centers
The project had three criteriafor selecting Regiona Centers:
(D) The city should not have previously been the site of a significant technical assistance program

under HSRP.

2 The city and oblast administrations should give a clear expression of interest in participating in
housing sector reforms, particularly those elements included in the enterprise housing divestiture
part of HSRP.

3 The city must be a good transportation hub for its region.

The second criteria was given substantial weight for three reasons. First, the HSRP teams visiting the
city would have time to work in detail with loca officials. If the locality was not ready and willing to
work on reforms, some of team's time would be wasted. Second, it was important for the seminars given
to participants from the Regional Center and from others parts of the region to take place in a positive,
pro-reform atmosphere.  Third, some of the seminars work best if the lessons can be illustrated with
practical, rea world examples from that region. Local speskers relating their experiences and
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occasional site visits would be very important in "salling” reforms to other participants.

S. Petersburg--Far North Regional Center. While the team would have preferred atrue city of the Far
North, eg., Murmansk or Arkanglsk, these sites proved unworkable because of poor interregional
transportation. St. Petersburg was selected because it is a northern city, a good transportation hub, and
the site of significant housing sector reform work.

Vladivostok--Far East Regional Center. The choice in this instance was quite smple: it isthe only city
of the region with which we were well-acquainted, the City was then moving forward on reforms with
HSRP assistance and was able to serve as the "working site” for the region.

Since a visit by Struyk, Kosareva, and Suchkov to the city in September 1995, a good but limited
working relation had developed between the City Administration and HSRP. A one week visit to
Moscow by the deputy head of the Department of Housing and Communal Services followed. Shapiro
and Sveev visted the City the following spring to work intensively on structuring competitive
maintenance for the municipal housing stock and condominium formation. Thereafter, delegation of five
from the Department of Housing and Communal Services spent two weeks visiting several HSRP 1
cities to see reform in action. The Deputy Head of the City Administration, Viktor Sugak, sent a letter
strongly requesting further help from HSRP. The city is also well connected to the other principal cities
of the region.

Irkusk--Eastern Regional Center. Because of the intense activity of the "Eastern” or PADCO portion of
HSRP over the previous four years in the Urals-Western Siberia region, the choices among sites was
more limited. The team focused on two candidates, both east of Novosibirsk: Irkusk and Krasnoyarsk.
Detailed inquiries were made in both cities as the basis for selection.

Irkusk was known to the HSRP team through two channels. First was our direct work with the East
Siberian Commercial Bank on all aspects of housing lending and through a 1994 housing finance
seminar hosted by the Oblast Administration and the realty firm, "Vincent." Second was the positive
reputation the City enjoyed from its participation in other USAID-supported real estate sector projects,
including zoning and title registration. An Urban Ingtitute team visited Irkusk in mid-July and received
enthusiastic responses from both the Oblast and Municipal administrations at the Deputy Governor and
Deputy Mayor level. The Oblast strongly pressed, however, for the team to work with it on preparing a
detailed plan for implementation of the financial side of the "Svoi Dom" program, a request that seemed
reasonable.

Krasnoyarsk Krai administration had a strong reputation for being progressive in some aspects of
housing reform--especialy, rent reform and the organization of the housing alowance program.
Members of the Krai administration had visited Moscow several times over the previous e ghteen months
and there was a good working relationship between HSRP and the Administration. These officials
pledged their full cooperation if the city were selected as a Regional Center. The Krai is extremely large,
and covers an enormous distance north to south. Thus, a full range of climatic conditions, and the
associated problems in tariff and rent setting, would be represented. It also contains numerous one-
factory towns that pose special problems for enterprise divestiture. On the other hand, municipal
administration officials were found to be less interested and it developed that there were some
contradictions between oblast and municipal officials. Based on the foregoing, it was decided to select
Irkusk.

Rostov-on-Don--Southern Regional Center. The team began with three serious candidates for this
center: Astrahan, Rostov-on-Don, and Krasnodar. These cities have in common that they are far to the
south, in the so-called "Red Belt." All three are aso substantial local transportation centers. Astrahan
was eiminated early in the process because of the reputation with Minstroi officials and some people in
the region with whom we work of Astrahan's housing officials being distinctly non progressive.
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A team from the Urban Ingtitute visited Rostov-on-Don to hold discussions with local officials about
their interest in working closely with the HSRP team on housing reform. The response from both Oblast
and City officials was positive. Another distinct advantage of Rostov was its proximity to
Novocherkassk (40 kilometers). While the program had stopped working with Novocherkassk because it
was eliminated as a World Bank housing divestiture loan site,12 officials there are enthusiastic about
continuing cooperation--including being local speakers at regiona seminars and the city serving as a
demongtration site for housing maintenance reform and condominium creation. Also worth noting is the
fact that the oblast voted strongly for Yeltsin in the presidential eection runoff, distinguishing it from
most of its neighbors.

Based on various contacts with officials from Krasnodar over the past two years, the team had a
generally positive view of the administration. Initial phone discussions with officials about serving as a
regional center, also were reassuring. However, the time pressure for making a city selection prevented
the team from making a separate site visit; and the strong response from Rostov-on-Don made such a
visit expendable. Table 4.3 lists the cities to be included as priority Sites.

Table4.3
Principal Sitesfor HSRP Activity in 1996-97

city group

description

Moscow , St. Petersburg

national priority cities; full program at somewhat
reduced level of intensity

Vladimir ,Ryazan ,Nizhni Novgorod

completion of Year One HSRP Il activities &
maintai ning momentum of other reforms; Vladimir &
Ryazan are WB divedtiture sites

Volkov, Petrozavodsk , Cherepovets

World Bank enterprise housing divestiture sites;

Orenburg continue M&M and housing alowance activities
Far East Regional Center expanded regiona program serving important leading
Vladivostok cities "new" to the program; cities will serve as base for
Eastern Regional Center regional seminars and training

Irkusk

Southern Regiona Center
Rostov-on-Don

Northern Regional Center
St. Petersburg

Regional Centers' activities.  During Year Two of HSRP Il, the project changed its approach to
providing consultations and training to city administrations and Russian professionals interested in
discussing housing-related reforms. Four cities were selected as Regiona Centers in which to base these
efforts. HSRP staff traveled frequently to the Regional Centers to provide consultative services with
representatives of city administrations and to organize and conduct training seminars. Cities in each
region were notified in advance of HSRP staff visits so arrangements could be made for consultative
meetings during the team's presence in the city. In thisway, Ul invested its limited resources in a more
efficient manner to disseminate information to a wider range of cities. This less intensive approach was
based on the team's sense that the momentum of reform was now sufficiently great that many local

2 The Oblast declined to guarantee repayment of the World Bank loan.
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officials were "ready" to act and the principal impediment to action was lack of detailed knowledge and
concrete examples on how to proceed.

Intheinitial phase of Year Two, Ul staff engaged in a concentrated effort to set up the Ul program in the
Regional Centers. Staff identified and entered into agreements with logistical coordinators in each of the
Regional Centers. These were individuals or institutions depending on the circumstances. Their tasks
were to organize the seminars, including making hotdl reservations, etc. for those coming from other
cities. If necessary, HSRP provided the center with a fax machine to facilitate communications between
the center and the HSRP office in Moscow.

In each city, a modest "resource center” was established where a relevant project publications and papers
could be found along with information about HSRP staff: who was expert in wh